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INCE 1952 we have published a Residential Sales Price Index and a table of 

factors which may be applied to adjust sales of previous years to present- 

day levels. This index andthe modifying factors have now been used by 
subscribers to our reports in all parts of the United States for more than 5years, 
and during that time have been thoroughly tested under varying conditions. 


Prior to the publication of these tables many appraisers had difficulty in find- 
ing a sufficient number of usable comparable sales, particularly in smaller towns 
or in areas having a limited number of properties which could be used for this 
purpose. Because few recent sales were available, the appraiser often was able 
to consider only a small number which might be used as a guide to actual sales 
value. By using the Sales Price Index and the Sales Price Modifier as published 
from time to time in our reports, older sales may now be projected to give an 
indication of what these sales would represent on today’s price level. This makes 
possible the use of many sales on the average residential property. 


The Sales PriceIndex is computed for properties which are well maintained in 
a stable neighborhood. Ordinary maintenance and repair and the usual amount of 
modernization which takes place are included in the index. Attention should be 
paid to properties where major alterations or changes in zoning have occurred 
since the original sale. If major changes have taken place, the unadjusted pro- 
jected sales price will not be indicative of the value today. 


In the regular appraisals made by our organization, as well as in the studies 
which we make for reassessment purposes and in mass appraisal projects for 
condemnation, we consider all sales which have been made in the neighborhood 
regardless of the date, applying the Sales Price Modifier to bring these sales to 
today’s level. This gives us a much wider and more comprehensive study than 
could be made if only sales of the past year or two were used. 


We have had numerous requests for a similar Sales Price Modifier for com- 
mercial and industrial properties. Because of the great differences between va- 
rious commercial properties, and because the turnover of commercial properties 
is not as great as it is in residential properties, it is most difficult to develop 
such an index. Our research department is working on the project in an attempt 
to find some practical means of measuring these fluctuations. 


As we suspected, we have found a rather direct relationship between the in- 
dexes of commercial and industrial building costs, our Residential Sales Price 
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Index, and the Consumer Price Index, particularly in recent years. The rela- 
tionship between the Residential Sales Price Index and commercial and indus- 
trial building costs is closer than the relationship to the Consumer Price Index. 
One reason for the closer resemblance of the Residential Sales Price Index to 
actual sales prices of commercial and industrial properties isthat landvalues are 
not included in any of the other indexes. With the advent of the automobile and 
rapid transportation, land values as a percentage of the total value of a commer- 
cial property have declined. This has also been true on residential properties. 
Land values in the urbanized portions of our metropolitan areas have not in- 
creased as rapidly as have construction costs on residential, commercial, and 
industrial properties. 


We would suggest, therefore, that until we are able to derive a better index, 
the fluctuations in our Residential Sales Price Index can be used to modify com- 
mercial and industrial prices to form a rough but practical aid in the study of 
comparable sales on these types of properties. 


The table in the center spread of this bulletin shows our Residential Sales 
Price Index which may be used to project sales prices of the past to an index of 
current value. Monthly our Trends Bulletin will publish future changes in this 
index which may be used to keep this series up to date. In order to get the pres- 
ent value of a past sales price it is merely necessary to figure the relation of the 
current index to that of the date of the sale. Ifa property sold for $150,000 in 
August 1933 and we want its current value, the following steps are taken: 


1. Find index for August 1933 ( 41.4) 

2. Find indexfor May 1958 (124. 1) 

3. Index for May 1958 (124.1) divided by index for August 1933 (41. 4) =3. 
4 


Multiply August 1933 sales price ($150,000) by above factor (3) and 
the result will be the May 1958 sales price ($450, 000). 


We would like to emphasize that this system is just another crutch for the ap- 
praiser to use. One of the difficulties in appraising commercial and industrial 
properties is that they are generally considered investment properties, and in- 
vestment properties are only worth the present value of their anticipated future 
earnings. If a property were under long-term lease it would not vary along the 
same lines as a property not encumbered by such a lease. Retail stores in neigh- 
borhood centers and along string streets, without parking space, were considered 
relatively desirable 10 years ago, while today their value has shrunk rather than 
increased. The relative desirability of each property must be equal at both times 
in order to get a true value reflection by this method. 


WILLIAM J. RANDALL, M.A.I. 











